





This is an English translation of the Italian original “Bilanci 2016" that has been prepared solely for the convenience of the reader. The ltalian original is
available on group.intesasanpaolo.com

This document contains certain forward-looking statements, projections, objectives, estimates and forecasts reflecting the Intesa Sanpaolo management'’s
current views with respect to certain future events. Forward-looking statements, projections, objectives, estimates and forecasts are generally identifiable by
the use of the words “may,” “will,” “should,” “plan,” “expect,” “anticipate,” “estimate,” “believe,” “intend,” “project,” “goal” or “target” or the negative of
these words or other variations on these words or comparable terminology. These forward-looking statements include, but are not limited to, all statements
other than statements of historical facts, including, without limitation, those regarding Intesa Sanpaolo’s future financial position and results of operations,
strategy, plans, objectives, goals and targets and future developments in the markets where Intesa Sanpaolo participates or is seeking to participate.

Due to such uncertainties and risks, readers are cautioned not to place undue reliance on such forward-looking statements as a prediction of actual results.
The Intesa Sanpaolo Group’s ability to achieve its projected objectives or results is dependent on many factors which are outside management’s control.
Actual results may differ materially from (and be more negative than) those projected or implied in the forward-looking statements. Such forward-looking
information involves risks and uncertainties that could significantly affect expected results and is based on certain key assumptions.

All forward-looking statements included herein are based on information available to Intesa Sanpaolo as of the date hereof. Intesa Sanpaolo undertakes no
obligation to update publicly or revise any forward-looking statement, whether as a result of new information, future events or otherwise, except as may be
required by applicable law. All subsequent written and oral forward-looking statements attributable to Intesa Sanpaolo or persons acting on its behalf are
expressly qualified in their entirety by these cautionary statements.






Shareholders' Meeting
of 27 april 2017

Report and consolidated financial statements
of the Intesa Sanpaolo Group 2016

Report and Parent Company’s
financial statements 2016

Intesa Sanpaolo S.p.A.

Registered office: Piazza San Carlo, 156 10121 Torino Secondary registered office: Via Monte di Pieta, 8 20121 Milano Share capital 8,731,984,115.92 Euro
Registration number on the Torino Company Register and Fiscal Code 00799960158 VAT number 10810700152 Member of the National Interbank Deposit
Guarantee Fund and of the National Guarantee Fund, included in the National Register of Banks No. 5361 and Parent Company of “Intesa Sanpaolo”,
included in the National Register of Banking Groups.






Contents

The Intesa Sanpaolo Group 7

Board of Directors, Manager responsible for preparing the Company’s financial reports and
Independent Auditors 11

Letter from the Chairman 13

INTESA SANPAOLO GROUP REPORT ON OPERATIONS AND
CONSOLIDATED FINANCIAL STATEMENTS

Introduction 17

REPORT ON OPERATIONS

Overview of 2016

Income statement figures and alternative performance measures 22
Balance sheet figures and alternative performance measures 24
Other alternative performance measures 25
Executive summary 27
The macroeconomic context and the banking system 47
Income statement and balance sheet aggregates 55
Breakdown of consolidated results by business area and geographical area 85
Corporate Governance and remuneration policies 115
Social and environmental responsibility 127
Intesa Sanpaolo stock 143
Other information 149
Other information 151
Forecast for 2017 152

INTESA SANPAOLO GROUP CONSOLIDATED FINANCIAL STATEMENTS

Consolidated financial statements

Consolidated balance sheet 156
Consolidated income statement 158
Statement of consolidated comprehensive income 159
Statement of changes in consolidated shareholders’ equity 160
Consolidated statement of cash flows 161

Notes to the consolidated financial statements

Part A — Accounting policies 165
Part B — Information on the consolidated balance sheet 214
Part C — Information on the consolidated income statement 289
Part D — Consolidated comprehensive income 310
Part E — Information on risks and relative hedging policies 311
Part F — Information on consolidated capital 407
Part G — Business combinations 421
Part H — Information on compensation and transactions with related parties 426
Part | — Share-based payments 431

Part L — Segment reporting 434




Contents

Certification of the Consolidated financial statements pursuant to Art. 154 bis of
Legislative Decree 58/1998

Independent Auditors’ Report on the Consolidated financial statements

Attachments to the Consolidated Financial Statements

REPORT AND PARENT COMPANY’S FINANCIAL STATEMENTS

REPORT ON OPERATIONS

Intesa Sanpaolo — Financial highlights and alternative performance measures
The Parent Company Intesa Sanpaolo

Other information

Forecast for 2017

Proposals to the Shareholders' Meeting
PARENT COMPANY'S FINANCIAL STATEMENTS

Financial statements

Balance sheet

Income statement

Statement of comprehensive income
Statement of changes in shareholders’ equity
Statement of cash flows

Notes to the Parent Company'’s financial statements

Part A — Accounting policies

Part B — Information on the Parent Company’s balance sheet
Part C — Information on the Parent Company’s income statement
Part D — Comprehensive income

Part E — Information on risks and relative hedging policies

Part F — Information on capital

Part G — Business combinations

Part H — Information on compensation and transactions with related parties
Part | — Share-based payments

Part L — Segment reporting

Certification of the Parent Company’s financial statements pursuant to art. 154 bis of
Legislative Decree 58/1998

Independent Auditors’ Report on the Parent Company’s financial statements
Attachments to the Parent Company’s financial statements

Glossary

Contacts

Financial calendar

436

437

441

470
473
479
480

481

488
490
491
492
493

497
530
573
588
589
619
625
627
635
638

639

641

645

669
681

685



THE INTESA SANPAOLO GROUP




The Intesa Sanpaolo Group: presence in Italy
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The Intesa Sanpaolo Group: international presence
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Letter from the Chairman

Dear Shareholders,

2016 was uncertain at times, especially as regards politics. The growing nationalist sentiment and discontent
among the middle class in developed countries has led to unexpected election results; a role was played by the
intensification of migration and dramatic acts of terrorism. From an economic point of view, the signs of
growth consolidating in the USA strengthened, while in Europe fears of a deflationary process gradually
ended. In this scenario, Intesa Sanpaolo achieved impressive economic milestones.

The global economic situation was essentially unchanged compared to 2015, with a global growth rate of
approximately 3% and a slight slowdown in international trade. The main central banks of industrialised
countries continued to adopt expansive monetary policies, while national inflation rates remained
under control.

The ECB’s monetary policy, becoming more expansive since March 2016 due to the implementation of
enhanced measures of Quantitative Easing, contributed to dispelling fears of deflation. Towards the end of the
year a debate on the future stance was started by those fearing a significant recovery in price changes.

In Italy, after a long recession, the latest statistics have confirmed a recovery. For the first time in 5 years, GDP
grew by 1% in 2016, supported by domestic demand, especially due to the investment component, driven by
incentives to purchase machinery and equipment. In 2016, Italy recorded a record trade surplus, equalling 51.6
billion euro (+23% compared to 2015), the highest since 1991, when the historical series began, thanks in
particular to a sharp increase in sales to Japan and China.

In this context, your bank continued to run its business according to the guidelines defined in the
2014-17 Business Plan.

With resolution of the Extraordinary Shareholders’ Meeting of February 2016, the new corporate governance
system was implemented. By replacing the two-tier system with a one-tier corporate governance system,
which is the most widely used in large financial markets, we improved management efficiency and the
effectiveness of controls, addressing the growing complexity of business, the changes in regulations and the
greater diversification and internationalisation of the Bank’s shareholding structure. We are glad to share with
you our satisfaction for the choices made and their effects.

In order to contribute to developing an efficient market of non-performing loans, which is essential to help
[talian banks transferring the non-performing loans inherited from the financial crisis, your Bank participated in
the establishment of the Atlante Fund, involving a commitment of 1 billion euro. The Fund recognised the
opportunity of investing a significant amount of its resources in supporting Popolare di Vicenza and
Veneto Banca, as institutions operating in a highly important area from an economic and systemic point of
view. The recovery of our bad loans was entrusted primarily to our operational structures, using a broad range
of skills. The number of non-performing loans to businesses reclassified as performing rose to 24,000 in
2016 alone.




We ended 2016 with consolidated net income of 3,111 million euro, up more than 13% compared to 2015.
Important positive contributions came from trading, the reduction of operating costs (with a cost-income ratio
equal to 51.2%, among the best of the leading European banks) and the capital gains realised with the sales
of Setefi and Intesa Sanpaolo Card; in addition, the results of the international subsidiaries contributed
significantly to the growth in net income this year. Net income seems even more impressive when considering
the burden of the charges for the contribution to resolution funds and for the deposit guarantee scheme.

Investments in structures, new products, IT technology and mobile banking continued. The renovation of
branches, which will offer higher professional-content services, is still ongoing, while a new method to
extensively attract retail customers, within the framework of the Banca 5® project, will be provided by the
recent purchase of ITB (about 20,000 contact points with the general public). The Capital Light Bank is
proving hugely satisfactory, drawing value from non-core assets also through the management of non-
performing loans and the sale of non-strategic investments. The new hub created in 2015 with the integration
of Fideuram and Intesa Sanpaolo Private Banking acquired a new leading positioning in ltaly and is at the top
of the private banking sector at a European level. This will help the company focus on new developments in
the future.

The results achieved in 2016 are accompanied by the soundness of the capital ratios (after the distribution of
the proposed dividend, the fully loaded pro-forma CET 1 ratio is equal to 12.9%), the adequacy of liquidity
indicators (already in line with Basel 3 requirements for 2018) and the low risk profile of our business model.
We increased the contribution to the growth of the economy, despite the persisting situation of uncertainty: in
2016 your Bank granted about 48 billion euro in medium-long term loans to fund the investments of Italian
households and businesses, up about 16% compared to 2015.

The Intesa Sanpaolo Group participated in the 2016 EU-wide stress test. The test is based on the simulation of
the impact of two scenarios — baseline and adverse — in a time horizon of three years (2016-2018).
Your Bank’s extremely positive outcome highlights for 2018 a Common Equity Tier 1 ratio equal to 12.8% in
the baseline scenario, and to 10.2% in the adverse scenario. These results confirm the excellence of our
positioning compared to our peers, both in Italy and on the international markets.

The economic results are only one component of the constructive relations we have developed with our
stakeholders: our shareholders, customers, investors and employees. Our firm commitment to support culture,
and towards environmental issues and financial education initiatives is acknowledged and positively viewed by
civil society. These are elements of our corporate culture that we share with you and make us proud.

Considering a Group consolidated net income equal to 3,111 million euro and a Parent Company net income
equal to 1,760 million euro, a proposal was made to the Ordinary Shareholders’ Meeting to distribute cash
dividends amounting to 2,999 million euro, equal to 17.8 eurocents per ordinary share and 18.9 eurocents per
savings share, before tax.

Gian Maria Gros-Pietro



Sk

il

't l"fl"”?: _i; ;—"’# g
= ] v - HI ; T

Intesa Sanpaolo Group
Report on operations
and consolidated
financial statements







Introduction

As set forth by Legislative Decree 38 of 28 February 2005, the Intesa Sanpaolo Group’s Consolidated financial statements have
been prepared in compliance with the accounting principles issued by the International Accounting Standards Board (IASB) and
the related interpretations of the International Financial Reporting Interpretations Committee (IFRIC), endorsed by the European
Commission as provided for by Community Regulation 1606 of 19 July 2002.

The Consolidated financial statements as at 31 December 2016 have been prepared based on the “Instructions for the
preparation of the separate and consolidated financial statements of banks and financial companies, which are parent companies
of banking groups” issued by the Bank of Italy, in the exercise of powers set forth by Art. 43 of Legislative Decree 136/2015, with
Regulation of 22 December 2005, which issued Circular 262/05, and subsequent updates. These Instructions set out compulsory
financial statement forms, as well as the contents of the Notes to the financial statements.

The Consolidated financial statements are made up of the Balance sheet, the Income statement, the Statement of comprehensive
income, the Changes in shareholders’ equity, the Statement of cash flows and the Notes to the financial statements and the
related comparative information; the Report on operations on the economic results achieved and on the Group’s balance sheet
and financial position has also been included.

In support of the comments on the results for the year, the Report on operations also presents and illustrates reclassified income
statement and balance sheet schedules. The reconciliation with the financial statements, as required by Consob in its
communication 6064293 of 28 July 2006, is included in the Attachments. The Report on operations contains financial information
taken from or attributable to the Consolidated financial statements, as well as other information — for example, figures on
quarterly trends, and other alternative performance measures — not taken from or directly attributable to the Consolidated
financial statements.

Information on corporate governance and ownership structures required by Art. 123 bis of the Consolidated Law on Finance is set
forth, as permitted, in a separate report, approved by the Board of Directors and published together with these financial
statements. This report also contains the information on remuneration as provided for by Art. 123 ter of the Consolidated Law on
Finance. The “Report on Corporate Governance and Ownership Structures - Report on Remuneration” can be viewed in the
Governance section of the Intesa Sanpaolo internet site, at www.group.intesasanpaolo.com. This same section of the site provides
the disclosure required by Basel Pillar 3, as well as press releases published during the year and other financial documentation.
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Income statement figures and alternative
performance measures

. . . . Changes
Consolidated income statement figures (millions of euro) 9
amount %
Net interest income I 7203 424 55
7,717
Net fee and commission income I 7287 -55  -0.7
7,342
Income from insurance business I 995 -2 -02
997
Profits (Losses) on trading I 1,190 156 15.1
1,034
Operating income I 16,929 257 15
17,186
Operating costs 8,674 _ -60  -0.7
-8,734
Operating margin I 2255 -197  -2.3
P 9 9 8,452
Net adjustments to loans -3,708 402 122
-3,306
Income (Loss) from discontinued operations I ©-2 865
87
, I 5
Net income (loss) 2,739 372 136
Quarterly development of main consolidated income statement figures (millions of euro)
Operating income Operating costs Operating margin Net income (loss)

4,172 16,929

4,139 .
4,452 .
4,166 .

2356 8,674 1816 8255

2,117 2,022
2,154 | 2,298 |
2047 o l 2119 puu l s 001 628 776 311
1Q 39 4Q  FY Q20 3Q  4Q Ry Q2

2Q 1 3Q 4Q FY

2015




Main income statement figures by business area (millions of euro)

Operating income

8,611
9,056

Operating margin

3,709
4,098

Banca dei Territori

Corporate and
Invest. Banking

International
Subsidiary Banks

Private Banking

Asset Management

Insurance

Banca dei Territori

Corporate and
Invest. Banking

International
Subsidiary Banks

Private Banking

Asset Management

Insurance

Operating costs

I 502
I

B

.
o om

B s
W 532

|

42

| IREE

1 160

Net income (Loss)

1,837
1,135
1,448
1,356

Figures restated, where necessary, considering the changes in the scope of consolidation and in business unit constituents.

2016
2015




Balance sheet figures and alternative
performance measures

Changes
amount %

Financial assets - 255,411 17,431 7.3
237,980

of which: Insurance Companies . 7724:92:9594;3 13,650 10.6

Consolidated balance sheet figures (millions of euro)

364,713
Loans to customers = 347333 17,380 5.0

I 303,798

Direct deposits from banking business D 372,200 21,598 5.8
Direct deposits from insurance business and technical reserves = 113454521988 11,150 8.4

. . 468,855
Indirect deposits: 468,425 430 0.1

. I 314,081
of which: Assets under management 302,514 11,567 3.8

Shareholders' equity H 3??;% 1,135 24

Main balance sheet figures by business area (millions of euro)

Loans to customers Direct deposits from banking business

187,640 [ R
184,522 R, D21c2 deiTeritor
98,183 NN Corporate and
89,691 [ invest. Banking
26,492 [N International
25818 W subsidiary Banks
9,597 W

8971 W Private Banking

298 |
Asset Management
372 9
26 Insurance
24

Figures restated, where necessary, considering the changes in the scope of consolidation and in business unit constituents and discontinued operations.

31.12.2076 I
31.12.2015 EEEE————




Other alternative performance measures

Consolidated capital ratios (%)

Common Equity Tier 1 capital (CET1) net of regulatory adjustments/Risk-
weighted assets (Common Equity Tier 1 capital ratio)

TIER 1 Capital / Risk-weighted assets

Total own funds / Risk-weighted assets

16.6

Risk-weighted assets (millions of euro)

I 233,918
284,319

Absorbed capital (millions of euro)

Risk-weighted assets by sector
(millions of euro)

Banca dei Territori

90,556
103,744 Corporate and
89,740 Invest. Banking
International
Subsidiary Banks

Private Banking

Asset Management

Insurance

Information on the stock

Number of ordinary shares (thousands)

Share price at period-end - ordinary share (euro)
Average share price for the period - ordinary share (euro)
Average market capitalisation (million)

Shareholders' equity (million)

Book value per share (euro) @

Long-term rating

Moody's

Standard & Poor's
Fitch

DBRS

- E
31,706

Absorbed capital by sector
(millions of euro)

I 7352

2015

15,859,576
3.088
3.109

51,903
47,776

2.897

2015

Baal
BBB-
BBB+

8,603
I o359
8,527
I 2572
2,956
Il oc0
851
I 126
124
I 4416
4,618
2016
15,859,787
2.426
2.220
37,152
48,911
2.941
2016
Baal
BBB-
BBB+
A(low)

Figures restated, where necessary, considering the changes in the scope of consolidation and in business unit constituents and discontinued operations.

a .
@ Book value per share does not consider treasury shares.

Allow)

31.12.2016 I
31.12.2015




Consolidated profitability ratios (%)

Cost / Income _ 51.2

50.8
Net income / Average shareholders' equity (ROE) oo
. | 0.4
Net income / Total assets (ROA) 04
Earnings per share (euro)
H o s
Basic earnings per share (basic EPS) ®) 016
) . . 0.18
Diluted earnings per share (diluted EPS) © — 016
Consolidated risk ratios (%)
Net bad loans / Loans to customers i j;
Cumulated adjustments on bad loans / I 5
Gross bad loans to customers 61.8

Figures restated, where necessary, considering the changes in the scope of consolidation and discontinued operations.

a . . . . .
¢ )Rano between net income and average of share capital, share premium reserve, reserves and valuation reserves

©) Net income (loss) attributable to holders of ordinary shares compared to the weighted average number of outstanding ordinary shares. The figure for
comparison is not restated.

© The dilutive effect is calculated with reference to the programmed issues of new ordinary shares.

Operating structure 2016 2015 Changes
amount

Number of employees 89,126 90,134 -1,008
[taly 64,322 64,114 208
Abroad 24,804 26,020 -1,216
Number of financial advisors 5,032 5,050 -18
Number of branches ¢ 5,163 5,386 -223
[taly 3,978 4,144 -166
Abroad 1,185 1,242 -57

Figures restated, where necessary, considering the changes in the scope of consolidation and discontinued operations.

@ Including Retail Branches, SME Branches and Corporate Branches.

31.12.2016 I
31.12.2015
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Executive summary

Intesa Sanpaolo in 2016

Economic trends in 2016

The global economy continued along a path of moderate expansion in 2016. The prices of commodities recovered. The outcome of
the referendum in the United Kingdom on whether to remain in the European Union caused sterling to fall sharply. In the United
States, employment and income continued to grow at a rapid pace. In December, the Federal Reserve raised official rates again, by
25 basis points. Among emerging economies, Asia was confirmed as the most dynamic region, even though growth rates slowed in
India and China, while Latin America and CIS area countries once again saw a decrease in GDP. In the Eurozone, the annual change
in GDP remained slightly above 1.5%, sufficient to promote a gradual absorption of the unemployment rate. Inflation gradually rose
up to 1.1%. In Central and South Eastern Europe, GDP growth slowed down in the CEE countries, in Hungary and in Slovakia, while
it accelerated in the EEA countries, in Romania, Croatia and Serbia.

In March, the ECB reduced the deposit rate to -0.40%. The rate on main refinancing operations was cut to zero, while the marginal
lending rate was reduced to 0.25%. The ECB increased the amount of the purchase programme to 80 billion euro per month and
extended its duration to the entire year 2017. In addition, a new long-term refinancing program called TLTRO Il was launched.
The euro/US dollar exchange rate fluctuated widely during 2016: a period of appreciation was followed by a gradual weakening, to
end the year at 1.05.

In Italy, economic growth almost came to a standstill in the second quarter, but then picked up pace during the rest of the year.
The annual change in GDP estimated by ISTAT on preliminary data came to 1.0% for all of 2016 on values corrected due to calendar
effects and to +0.9% on raw data. Industrial production continued to grow, while the growth in employment lost ground. On the
external front, the Italian economy maintained a large current account surplus in the balance of payments. With regard to fiscal
policy, the ratio of the public deficit to GDP remained more or less unchanged, however, it is estimated that the debt/GDP ratio grew
marginally. Spreads against German debt yields rose during the year, especially due to the uncertainty surrounding the referendum
on 4 December and the tensions on the banking system. Afterwards, the rapid resolution of the government crisis and the extension
of the ECB purchase programme reassured investors, although several rating agencies revised their outlook to negative. The BTP-
Bund spread, on the ten-year maturity, closed the year at 162bps, up by 68bps compared to June. Yields on Italian government debt
reported a record low of 1.05% on 14 August, to then end the year at 1.83%.

As regards the Italian banking system,the reduction of the total cost of funding continued, as a result of the downwards adjustments
of rates on deposits and the fall in the cost of bond stock, as well as due to the smaller weight of more costly components. The rates
on new loans continued to decline, reaching new record lows, to then stabilise towards the end of the year. Due to a sharper decline
in the average lending rate than in the cost of funding, the banking spread further decreased.

The year 2016 marked the return to growth in bank lending to the private sector, at a modest pace. The recovery was driven by the
performance of loans to consumer households, boosted by the considerable strength in disbursements of residential mortgages,
specifically fixed-rate mortgages. The increase in new loans reflected the resumption of sales of residential properties. Consumer
credit also grew. In contrast, total loans to non-financial companies remained stagnant. The growth of medium-term loans
continued to be offset by the negative trend of the short-term ones. The credit quality indices showed a clear improvement. The
stock of gross bad loans started to decrease in the final part of the year, as a result of disposals and securitisations. As a ratio of total
loans, the stock of bad loans stabilised. The formation of new non-performing loans slowed visibly.

As regards funding, 2016 confirmed the trends seen in the previous year, specifically the growth in deposits, driven by the significant
growth in current accounts, and the collapse in bank bonds, the performance of which was affected by customer portfolio
reallocation processes. At the same time, the double-digit decline in time deposits intensified. On the whole, customer deposits
continued to decline slightly. The asset management sector demonstrated soundness, with positive inflows and increasing stock,
despite the fact that it was negatively affected by the volatility and uncertainty on the financial markets.

The results for 2016

In the economic scenario described above, the Intesa Sanpaolo Group closed the income statement of 2016 with a net income of
3,111 million euro (+13.6%). This was achieved despite the considerable charges borne by the Group relating to the stability of the
banking system, represented by ordinary, extraordinary and additional contributions to resolution funds and deposit protection and
guarantee schemes, as well as value adjustments to related investments, which came to a total of 820 million euro (559 million euro
net of taxes). Adjustments to loans grew significantly on 2015 (+402 million euro), as a result of the increase in coverage. The year
also benefited from the capital gain of 881 million euro deriving from the sales of Setefi and Intesa Sanpaolo Card.
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More in detail, the income statement for 2016 recorded net
interest income of 7,293 million euro, affected by interest rates at
historic lows and down by 5.5% on the previous year, as a result of
the decreased contribution of customer dealing and lower interest
2016 2015 on financial assets, in addition to the effects of the depreciation of
Fy I 6,929 | FY 17,186 the Egyptian currency. o
The services segment generated net fee and commission income of
7,287 million euro, down marginally on 2015 (-0.7%), in relation to
4Q I 4,172 4Q 3,991 the downwards trend both in commercial banking activities and in
management and dealing activity, almost fully offset by higher

Operating income
(millions of euro)

3Q M. /139 3 3918 commissions on M&A operations and on loans.

2Q I 4,452 2Q 4,577 Income from insurance business, which includes the cost and
revenue captions of the insurance business of the Group’s life and

10 I 4,166 Q 4,700 non-life companies, provided a contribution of 995 million euro, in

line with the previous year. On the other hand, profits on trading
showed significant growth (+15.1% to 1,190 million euro),

attributable to the considerable contribution of trading.
Other operating income, which, in addition to income and costs from continuing operations, also includes the contribution of the
companies carried at equity, increased (+68 million euro) thanks to the greater contribution of the latter (+107 million euro).

As a result of the trends described above, operating income in
2016 amounted to 16,929 million euro, down 1.5%.
Operating costs came to 8,674 million euro, a marginal decrease
compared to the previous year (-0.7%). In greater detail, personnel
2016 2015 expenses increased fractionally (+0.4% to 5,308 million euro),
Fy O < 55 | v 8.452 while administrative expenses declined (-3.7% to 2,620 million
' ' euro) mainly thanks to savings achieved in property management,
general expenses, legal and professional fees and advertising and

Operating margin
(millions of euro)

4Q I 1,816 4Q 1,521 promotional expenses.
Conversely, amortisation and depreciation increased (+2.5%), due
5Q — 2,022 Q 1859 to amortisation of intangible assets.
2Q I 2,293 2Q 2,470 The cost/income ratio came to 51.2% up from the 50.8% of 2015,
solely as a result of lower revenues.
1Q I 2,119 Q 2,602 Operating margin was thus 8,255 million euro, down 2.3%

compared to 2015.

Net adjustments to loans reported growth (approximately +12%)
compared to the previous year, attributable to the impairment of bad and unlikely to pay loans, which permitted an increase in the
coverage of non-performing loans of 1.2 percentage points.

Net provisions for risks and charges and net impairment losses on other assets decreased on the whole compared to 2015 (-26%).
More specifically, against lower provisions, net impairment losses on other assets increased, mainly due to the valuation effects
concerning equity investments.

Other income (expenses) showed marginal growth (+0.9%). This caption comprises realised profits (losses) on investments and
income and expenses not strictly linked to operations. For 2016, the latter include the income deriving from the sale of Visa Europe
(170 million euro), the transaction to realise the value of a portfolio of real-estate assets used in operations (314 million euro) and
the charges for the civil penalty resulting from the public supervisory action in the areas of anti-money laundering controls, policies
and procedures at the New York branch (225 million euro), while for 2015, this caption included the positive amount recorded in
that year pertaining to the IMI-Sir dispute (211 million euro).

Income on discontinued operations, which amounted to 952 million euro, was substantially comprised of the profit realised in the
fourth quarter on the sales of Setefi and Intesa Sanpaolo Card (881 million euro) and the income realised by these companies prior
to their transfers (73 million euro).

As a result of the trends illustrated above, gross income amounted to 5,432 million euro, compared to 5,015 million euro in the
previous year (+8.3%).
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Income taxes amounted to 1,422 million euro
(approximately. - 18%), at a tax rate of 26.2% compared to 34.4%
in 2015. Charges for integration and exit incentives were recorded
for 150 million euro as well as income statement effects of
purchase price allocation for 112 million euro. As previously
g ——r fy 5 739 mentioned and _dgscribed in gfeater detail bellow, the expenses
' ' aimed at maintaining the stability of the banking system had an
extensive impact. These amounted to 559 million euro, net of
4Q M 776 4Q 113 taxes, and were represented by ordinary and extraordinary
contributions to resolution funds (316 million euro) and deposit

Net income (loss)
(millions of euro)

2016 2015

3Q W 628 3Q 722 protection and guarantee schemes (81 million euro), as well as the
20 I 901 2Q 940 write-downs and allowances relating to investments for the stability

of the banking system (162 million euro for the Atlante Fund and
1Q N 806 Q 1,064 the voluntary fund set up with the FITD). After recording minority

interests of 78 million euro, the income statement for 2016 closed,

as stated, with net income of 3,111 million euro, compared to
2,739 million euro in 2015.

As to balance sheet aggregates, loans to customers amounted to
365 billion euro (+5% compared to the end of 2015).

The positive trend in commercial banking loans, up 4% overall, due
to the positive performance of advances, loans and mortgages, and

Loans to customers
(millions of euro)

31.12.2016 31.12.2015 loans represented by securities (+7.8%) was in addition to the
higher amount of short-term financial loans represented by
31.12.16 N 364,713 | 31.12.15 347,333 outstanding repurchase agreements (approximately +39.6%).
309.76 NN 364,836 | 30.9.15 342,509
30.6.16 N 360240 | 306.15 341,634
31.3.16 I 353,478 | 313.15 343,606

On the funding side, direct deposits from banking business came to
approximately 394 billion euro (+5.8% compared to the end of
2015).  The downturn in  funding  through  bonds
(approximately -16%) and the fall in certificates of deposit
(approximately -35.3%), was offset by the positive performance of
current accounts and deposits (+14.4%), subordinated liabilities
31.12.16 N 393,798 |31.12.15 372,200 (-}-3.6%) and other types ofl funding (+3.3%), in addition to a
significant increase (+20.3%) in repurchase agreements.

Direct deposits from banking business
(millions of euro)

31.12.2016 31.12.2015

30.9.16 NN 379,620 30.9.15 358,783
30.6.16 (NN 356,757 30.6.15 364,913
31.3.16 I 379,981 31.3.15 370,009
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Direct deposits from insurance business, which include technical
reserves, also increased (+8.4% to over 144 billion euro).
The overall increase was attributable both to the technical reserves
(+1.2%), which represent the amount owed to customers who

Direct deposits from insurance business and technical reserves
(millions of euro)

31.12.2016 31.12.2015 have bought traditional insurance policies, and to the higher value

of financial liabilities of the insurance segment designated at fair

31.12.16 I 144,098 | 31.12.15 W 132,948 value (approxlmately +21.6%), partlcul_arly of unit-linked prqducts.
The new business of Intesa Sanpaolo Vita, Intesa Sanpaolo Life and

30.9.76 NN 143,063 | 30.9.15 NN 127,082 Fideuram Vita, including pension products, amounted to almost

24 billion euro for the year.
30.6.1c NN 139,535 30.6.15 N 124,415 y

31.3.16 I 136,056 31.3.15 [ 126,316

Indirect customer deposits at the end of the year amounted to 469 billion euro (substantially stable compared to the end of 2015),
affected by the decline in prices that reduced the value of securities under management and administration.

In detail, assets under management grew (+11.6 billion euro to over 314 billion euro), due to the increase in deposits from insurance
business, with an increase in technical reserves and financial liabilities in the insurance segment (+10 billion euro) and assets under
management for mutual funds (1.9 billion euro), pension funds and individual pension policies (+1.2 billion euro).

Assets under administration conversely decreased sharply (-11.1 billion euro, down to approximately 155 billion euro), attributable to
the heightened market volatility, which had an impact on securities prices and to a decline in operations by both institutional
operators and retail customers.

Results of the Business Units

The Intesa Sanpaolo Group organisational structure is based on six business segments: Banca dei Territori, Corporate and Investment
Banking, International Subsidiary Banks, Asset Management, Private Banking and Insurance. In addition, there is the Corporate
Centre - which is responsible for guidance, coordination and control of the entire Group - as well as for the Capital Light Bank (CLB)
business unit, the Treasury and ALM operations.

The share of operating income attributable to each business area confirms that commercial banking activities in Italy continue to
account for the majority (approximately 49% of the operating income of the business areas), although significant contributions were
also provided by corporate and investment banking (approximately 19%), commercial banking activity abroad (approximately 11%),
private banking activity (10%), insurance activity (approximately 7%) and asset management (approximately 4%).

Operating income:
Breakdown by business area "

International Subsidiary Banks 11.4%

Private Banking 9.9%

Asset Management 3.7%

Insurance 6.7%

Corporate and

Investment Banking 19.3%

Of which Capital Market
and Investment Banking 7.6%

Banca dei Territori 49.0%

(M Excluding Corporate Centre
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(millions of euro)  |n 2016, Banca dei Territori Division — which oversees the traditional

lending and deposit collecting activities in Italy and related financial
Banca dei Territori services — reported operating income of 8,611 million euro, down
4.9% compared to the previous year.
In detail, there was a decrease in net interest income compared to
Operating income 2015 (-5.7%), affected by the scenario of market rates, and net fee
8,611 and commission income (-4.2%), particularly that on asset
9,056 management products. Increases were reported in profits on
trading (+6.1%) and in other operating income (from 21 to
23 million euro). Operating costs decreased slightly on 2015 (-1.1%

Operating margin

=3,709 to 4,902 million euro).
4,098 As a result of the trends described above, operating margin fell
Net i (-9.5% to 3,709 million euro) compared to 2015. Conversely, gross
et income (loss) ) . e
income, amounting to 2,614 million euro, reported growth
= 11'38537 (+27.8%), due to the profits on the sales of Setefi and Visa Europe,

as well as lower adjustments and provisions.

After accounting for the Division’s taxes of 725 million euro
2016 B 2015 (approximately -17%), charges for integration (44 million euro) and
the economic effects of purchase price allocation (8 million euro),

net income stands at 1,837 million euro (+61.9%).

The balance sheet figures at the end of 2016 showed loans to customers increasing from the end of 2015 (+1.7% to 188 billion
euro), mainly as a result of the increase in medium/long-term loans. Direct deposits from banking business showed an increase
(+8.4% to 173.6 million euro), attributable to higher liquidity on customer deposits.

Indirect customer deposits reached 224 billion euro, up by 1.9 billion euro (+0.9%) from the end of 2015, due to the good
performance of assets under management, which more than offset the decrease in assets under administration attributable to the
repositioning of customer assets into forms of professional asset management.

(millions of euro) - The Corporate and Investment Banking Division — which deals with
corporate banking, investment banking and public finance in Italy
and abroad - achieved operating income higher than 2015 (+8%
to 3,385 million euro). In detail, net interest income declined
(-6.3%), primarily as a result of smaller margins and of a lower

Operating income contribution from the Luxembourg subsidiary and capital markets
3,385 activity. Conversely, net fee and commission income showed an
3,134 increase (+28%) due to the investment banking sector. Profits on

trading also increased (+13.5%), mainly due to capital markets

activity. Operating costs recorded slight growth (+1.5%). As a
2,428 result of the performance outlined above, the operating margin
2,191 grew (+10.8% to 2,428 million euro). Gross income also showed
an increase (+7.6% to 2,118 million euro), as well as net income
(+6.8% to 1,448 million euro).
The Division’s intermediated volumes increased compared to the
end of 2015 (+4.6%). Specifically, loans to customers grew
significantly (+9.5% to 98,183 million euro) in relation to increased
2016 2015 operations in repurchase agreements by Banca IMI as well as loan
transactions by the Luxembourg subsidiary, while direct deposits

Operating margin

Net income (loss)

1,448
1,356

||

from banking business increased by 2.5% as the decrease in securities issued absorbed the positive trend in amounts due to
customers.

(millions of euro) | 2016, the operating income of the Division — which oversees the

Group's commercial operations on international markets through
International Subsidiary Banks subsidiary and affiliated banks primarily involved in retail banking —
stood at 2,002 million euro, down compared to 2015 (-4%), as the
result of the declines in net interest income (-4.5%, in relation to

Operating income the depreciation of the Egyptian currency), net fee and commission
2,002 income (-5.7%) and other operating income (-22.7%), only partially
2,085 offset by the positive trend in profits on trading (+8%).

The revenue trends described and the decrease in operating costs

Operating margin (-4.8%) kept the downturn in operating margin contained at 3.2%.

=1,040 Gross income rose significantly (approximately +57.7%), also
1,074 favoured by the lower requirement for adjustments and provisions,
Net income (loss) ia/siS;/vEelIJIr:;ethe income deriving from the sales of ISP Card and
437103 The Division closed 2016 with net income of 703 million euro

(+63.1%).

016 [ 2015
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The Division’s intermediated volumes grew compared to the end of 2015 (+2.1%) owing to the positive performance by both loans
to customers (+2.6%) and direct deposits from banking business (+1.6%), in the securities issued component.

(millions of euro)  The Asset Management Division is tasked with developing asset
management solutions aimed at the Group’s customers, non-Group
Asset Management distribution networks and institutional customers, through the
subsidiary Eurizon Capital.

Operating income for 2016 was down by 14.8% (to 647 million

Operating income euro) compared to 2015, mainly due to the negative performance
647 of net fee and commission income (-15.4%), attributable to the
759 reduction in incentive commissions collected on the products
. . managed. Operating costs were confirmed at the previous year’s
Operating margin level.

506 In relation to those revenue and cost trends, the operating margin

617 fell by 18% to 506 million euro.
Net i The Division closed 2016 with net income of 357 million euro

et income (loss) (-23.4%)
=3Z_)6 The total assets managed by the Asset Management Division at the
end of 2016 came to 239 billion euro, growing (+5.3%) since the
end of 2015, as a result of net inflows and a favourable
2016 B 2015 performance.

(millions of euro)  The Private Banking Division serves the top customer segment
(Private and High Net Worth Individuals) by offering excellent
Private Banking products and services.
The Division coordinates the operations of Fideuram, Fideuram
Investimenti, Intesa Sanpaolo Private Banking, Sirefid, Fideuram
Operating income Fiduciaria, Intesa Sanpaolo Private Bank (Suisse) and Fideuram Asset

1,740 Management Ireland.

1,680 In 2016, in a scenario of high market volatility, the Division

_ _ generated gross income up 5.3% (to 1,168 million euro) compared

Operating margin to 2015, mainly attributable to the growth in net fee and
1,206 commission income (+78 million euro) and profits on trading and
1,148 other operating income (+8 million euro in total), which absorbed

the reduction in net interest income (-26 million euro). Marginal

increases were recorded in operating costs and provisions and

adjustments as a whole.

Net income came to 710 million euro (+7.1%).

As at 31 December 2016, assets under administration, which also
2016 I 2015 include the contribution of the trust mandates for Sirefid,
amounted to 166 billion euro, increasing (+3.1 billion euro
compared to the end of 2015) due to the favourable trend in net inflows. The assets under management component amounted to
104 billion euro, up by 5.4 billion euro, primarily due to the strong performance of life insurance.

Net income (loss)

710
663

a

(millions of euro) - The Insurance Division oversees management of the subsidiaries of
the insurance group Intesa Sanpaolo Vita, and Fideuram Vita, with
the mission of further developing the insurance product mix
targeting Group customers. In 2016 the Division reported an

increase in income from insurance business (+7.2% to 1,179

Operating income million euro) compared to 2015, mainly due to an improvement in

1172 the technical margin. As a result, the operating margin also

1,102 increased (+6.1% to 999 million euro), benefiting from greater

_ . operating income, against moderate growth in costs. Gross income

Operating margin also improved (+9.2% to 1,008 million euro), as well as net

= 999 income, which stood at 669 million euro, an increase of 6.2%

942 compared to the same period in 2015, which moreover had

Net income (loss) beneﬂted fr.om the capital gain generated by the sale of the equity
investment in Union Life.

=66§3 Direct deposits from insurance business, amounting to 144,321

million euro, increased 8.4% from the end of 2015, largely

attributable to the increase in financial liabilities designated at fair
2016 2015 value and the development of technical reserves.
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Highlights

Highlights in the year

On 26 February 2016, the Extraordinary Shareholders’ Meeting of Intesa Sanpaolo approved the new Articles of Association which
relate to the adoption of the one-tier corporate governance system, based on a Board of Directors composed of a minimum of 15 to
a maximum of 19 members, five of whom will be part of the Management Control Committee.

The dual corporate governance model previously adopted by Intesa Sanpaolo has confirmed its concrete operation and consistency
with respect to the Bank's overall structure, demonstrating its capacity to meet the efficiency and effectiveness needs of governance
and of the control system of a structured and complex Group. Nine years on from its adoption, however, it was considered
appropriate to evaluate a change, especially in light of the results of the last self-assessment process carried out by the two
Corporate Bodies which, while showing the full and extensive adequacy of each Board with regard to all the aspects under
examination, identified some areas for improvement. Aside from the external factors, other factors suggested a wide-ranging
assessment: first and foremost, the amendments introduced in the regulatory framework as well as the ongoing developments at
Supervision level (with the transition of prudential supervision to the ECB, with a view to the Single Supervisory Mechanism) and the
shareholder base of Intesa Sanpaolo (with the strong growth of foreign investors). The relevant assessments were entrusted to a
Commission set up ad hoc within the Supervisory Board - whose composition reflected the (legal and business) expertise and the
(academic and professional) experiences that appeared to be best suited to meet the relevant requirements - with the task of
analysing the benefits and advantages underlying the different governance models, in order to identify possible areas for
improvement in Intesa Sanpaolo's dual corporate governance system or, alternatively, possible reasons leading to its replacement.
Having taken into account all the factors and considerations outlined above, the Commission identified the one-tier system -
characterised by the presence of a board of directors and a management control committee established within it - as the most
suitable model to ensure actual management efficiency and control effectiveness at Intesa Sanpaolo. Thus, in the Commission's
opinion, the centralisation within a single body of strategic supervision and management functions - together with a balanced
system of powers and fair debate within the board - is conducive to pursue the dual objective of greater efficiency in the
performance of the governance function and of safeguarding, in line with the dual system, the immediacy, incisiveness and
effectiveness of the control function, centralised within the Management Control Committee.

The Ordinary Shareholders’ Meeting on 27 April 2016 then decided to set the number of members of the Board of Directors at
19 for financial years 2016/-2017/-2018 and subsequently appointed the members of the Board of Directors and the Management
Control Committee for said years, on the basis of slates of candidates submitted by shareholders. The 19 members appointed are
listed in the “Corporate Offices” Section of this reporting package. The Board of Directors’ meeting of 28 April then appointed Carlo
Messina Managing Director and CEO, granting him the powers necessary and appropriate to ensure consistent management of
the Company.

On 4 May 2016 the deed relating to the merger by incorporation of Banca dell’Adriatico, fully-owned by the Parent Company, into
Intesa Sanpaolo was entered into. The legal effects of the transaction were valid from 16 May 2016, while the accounting and tax
effects were valid from 1 January 2016.

On the 9 May 2016 Intesa Sanpaolo and the other A4 Holding shareholders reached an agreement with the Spanish Abertis Group
for the sale of 51.4% of the equity investment at a price of 594 million euro. The agreement concerned, in particular, the disposal of
Oldequiter S.p.A. and Re Consult Infrastrutture S.p.A. which respectively hold 6.5% and 44.9% of the share capital of the A4
Holding Group. Oldequiter was 100% controlled by Intesa Sanpaolo while Re Consult Infrastrutture was a jointly controlled interest
held by ISP through its subsidiary Infra.

The sale was subject to some conditions precedent which occurred in August 2016. Consequently, on 7 September 2016 the
transaction was completed and Intesa Sanpaolo's equity investments in Reconsult and Oldequiter were sold to the Abertis
Infrastructuras Group.

Also in May, through Accedo - a consumer credit company and wholly owned subsidiary dedicated to consumer credit distribution
over external channels to the Group, whose merger by incorporation into the parent company has already been approved - Intesa
Sanpaolo sold the performing loan portfolios, without recourse and en-bloc, related to the businesses dealing in assignment of one-
fifth of salary and pension (approximately 1.6 billion euro) and consumer credit (one billion approximately). The two portfolios were
assigned to two specially incorporated special purpose vehicles (Towers CQ Srl and Towers Consumer Srl), independent of the Intesa
Sanpaolo Group and managed by the third-party servicer Zenith Service. The transferees financed the payment of the consideration
by issuing senior, mezzanine and junior class securities only partly underwritten by the Intesa Sanpaolo Group, through Accedo,
which has maintained a net economic interest of 5%, in compliance with the rules for recognition of securitisation transactions for
prudential purposes, Banca IMI and Duomo (a vehicle company controlled by the Intesa Sanpaolo Group). Christofferson Robb &
Company, a U.S. company operating in the acquisition of loan portfolios, has underwritten 95% of the junior tranche. Overall, the
Intesa Sanpaolo Group has underwritten 34% of the securities issued by the transferee vehicle of the one-fifth of salary loans
portfolio and 20% of those issued by the vehicle that acquired the consumer credit portfolio.

On 21 June, the Intesa Sanpaolo Group sold VISA Inc. the 15 ordinary shares, equal to 0.49% of the relevant share capital, held in
VISA Europe, the association between banks and financial institutions belonging to the VISA circuit in Europe.

The sale generated net gains of approximately 150 million euro for the Intesa Sanpaolo Group’s consolidated income statement,
recorded in the second quarter of 2016.

During 2016 the disposal continued of the stake in Bank of Italy’s capital which began in 2015. Indeed, an additional 3.83% of the
stake was sold, for a total consideration of approximately 287 million euro. The sales were made at nominal value, which coincides
with the carrying value (25,000 euro per share). As at 31 December 2016, therefore, 9.58% of the Bank of Italy’s capital was sold
for a price of 718 million euro. At the end of 2016 the residual stake held by the Intesa Sanpaolo Group in the Bank of Italy’s capital
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amounted to 32.85%. In this regard, following the end of the year, further stakes equal to a total of approximately 5.34% of the
Bank of Italy's share capital were sold - at nominal value, coinciding with the carrying value - for a price of approximately 401 million
euro. Following the completion of the transaction, the Group'’s stake in the Bank of Italy's share capital decreased to 27.50%.

On 1 July 2016 Eurizon Capital SGR acquired a 65% equity investment in SLJ Macro Partners, subsequently renamed Eurizon SLJ
Capital, a British company primarily engaged in macroeconomic research, currencies and the advisory business on investments and
portfolio management. The purchase of the equity investment was made with a payment of approximately GBP 19 million
(approximately 23 million euro).

A deed was signed on 9 November 2016 relating to the merger by incorporation of Casse di Risparmio dell'Umbria into
Intesa Sanpaolo, with a share capital increase of the surviving company totalling 109,617.56 euro, through the issue of
ordinary shares.

The merger came into legal effect from 21 November 2016, while the accounting and tax effects were valid from 1 January 2016.
Thus, 210,803 Intesa Sanpaolo ordinary shares were issued, with regular dividend entitlement, and a nominal value of 0.52 euro
each, with a resulting share capital increase from 8,731,874,498.36 euro to 8,731,984,115.92 euro, now broken down into
15,859,786,585 ordinary shares and 932,490,561 non-convertible savings shares, with a nominal value of 0.52 euro each.

On 16 November Intesa Sanpaolo launched and concluded the ordinary share buy-back programme for the plan of assignment to
employees of the Group, free of charge, as part of the share-based incentive plan for 2015, reserved for the so-called “risk takers”
as well as managers or professionals accruing a “relevant bonus”, as approved by the Shareholders’ Meeting of Intesa Sanpaolo on
27 April 2016. The Bank's subsidiaries indicated in the press release have also terminated their purchase programmes of the Parent
Company’s shares to be assigned, free of charge, to their employees. The programmes were approved by their respective corporate
bodies within their remits and are analogous to the programme approved by the Parent Company’s Shareholders’ Meeting.

On the day of execution of the programme, the Intesa Sanpaolo Group totally purchased - through Banca IMI, in charge of the
programme execution - 8,440,911 Intesa Sanpaolo ordinary shares representing approximately 0.05% of the ordinary share capital
and of the entire share capital (ordinary plus savings shares) of the Parent Company, at an average purchase price of 2.149 euro per
share, for a total value of 18,139,446 euro. The Parent Company alone purchased 3,582,633 shares at an average purchase price of
2.149 euro per share for a total of 7,697,307 euro.

Also in November, Intesa Sanpaolo entered a process aimed at the possible sale of its stake, equal to 50% of the capital, held
through the subsidiary Eurizon Capital SGR in Allfunds Bank, a multimanager distribution platform of asset management products
targeted at institutional investors. The finalisation of the transaction is subject, in particular, to the definition of terms and conditions
of the possible sale and the subsequent required authorisations being received from competent authorities.

In December, Intesa Sanpaolo received the ECB’s final decision concerning the capital requirement at consolidated level to be met
starting from 1 January 2017, following the results of the Supervisory Review and Evaluation Process (SREP).

The overall capital requirement the Bank has to meet in terms of Common Equity Tier 1 ratio, including the combined buffer, is
7.25% under the transitional arrangements for 2017 and 9.25% on a fully loaded basis.

In mid-December the sale of the total share capital of the subsidiaries Setefi and Intesa Sanpaolo Card, which process payment

instruments, was finalised to a wholly owned subsidiary of Mercury UK Holdco Limited (Mercury) for a cash consideration of 1,035

million euro. Mercury, which already owns Istituto Centrale delle Banche Popolari Italiane (ICBPI), is controlled by a consortium

composed of Advent, Bain Capital and Clessidra.

Setefi and Intesa Sanpaolo Card carry out processing activities relating to payment instruments and operate, respectively, in Italy and

in the other countries where the Group has a presence. The sale agreement provides for a ten-year service contract, the commitment

by Intesa Sanpaolo to use the processing services provided by Setefi and Intesa Sanpaolo Card and specific undertakings regarding
the maintenance of a high service quality. The transaction will enable the Intesa Sanpaolo Group:

—  to focus on the core activities of issuing and acquiring relating to payment instruments, following the partial demerger of Setefi
in favour of its Parent Company, with the aim of maximising effectiveness of commercial activities and optimising relationships
with Group customers;

— to adequately enhance, by way of this disposal, the non-core processing activities, also taking into account that growing
investment needs and economies of scale are necessary in order to operate efficiently in this sector;

—  to further strengthen the technological platform by entering into a partnership with players of proven experience in the
payment sector in Italy and Europe.

The finalisation of the transaction resulted in a positive contribution of around 860 million euro to the Intesa Sanpaolo Group's

consolidated net income for the fourth quarter of 2016.

Also in December, a transaction was realised for the value enhancement of a portfolio of real-estate assets used in operations, with a
total surface area of around 130,000 square metres and a carrying value of around 170 million euro. The transaction had a positive
impact of around 260 million euro on the net income for 2016.

In December, a final settlement was reached with the New York State Department of Financial Services (a New York State banking
supervisor) in relation to a civil penalty imposed on the Bank following a public supervisory action related to certain weaknesses and
deficiencies in the anti-money laundering controls, policies and procedures at the New York branch.

In the second half of 2016 the Supervisory Authority specified the alleged violations incurred by the branch.

Negotiations were then initiated between the Bank and Supervisory Authority, resulting in a penalty being imposed on the Bank. The
penalty— expensed to the income statement in 2016 — was 235 million dollars (225 million euro). As previously disclosed, the
supervisory action was initiated in 2007 and the Bank was also subject to a criminal investigation initiated in 2008 by the New York
District Attorney's Office and the Department of Justice into the methods used by the Bank for clearing through the United States
payments in dollars to/from countries subject to U.S. economic sanctions in the years from 2001 to 2008. The criminal investigation
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was concluded in 2012, when both law enforcement agencies determined to terminate their investigation and not to take any
action against the Bank.

Also in December, Intesa Sanpaolo acquired 90% of Banca ITB for a consideration of 153 million euro. The share acquired, added to
the 10% already held, resulted in the Group owning 100% of the company. Banca ITB is an online bank operating in the payment
system sector and dedicated exclusively to the licensed points of sale that distribute postage stamps, postmarks, tax and similar
stamps and carry out certain payment and collection services. The bank is authorised for the deposit-taking activity and to exercise
lending activities in their various forms, for all the financial and banking operations and services permitted, including investment
services and the related ancillary services.

The integration of Banca ITB into the Intesa Sanpaolo Group, and its allocation to the Banca dei Territori Division, is in line with the
strategic objectives set out in the Group’s 2014-2017 Business Plan as part of the initiatives of growth. It is consistent with the
development of a multichannel bank, as well as the Banca 5° model, which focuses on customers with potential for growth in the
use of banking services, as it specifically enables the Group to leverage the current network of over 22,000 points of sale with
agreements with Banca ITB, to acquire and expand the customer base not covered to date by the Banca 5° model and create a
“network of proximity” focused on instant banking, in addition to the current branch network, which will be increasingly focused on
advisory and value-added services.

During the year, the Intesa Sanpaolo Group was subject to the 2016 EU-wide stress test, the exercise conducted by the European
Banking Authority on the financial statements of European banks as at 31 December 2015.

The test consisted of the simulation of the impact of two scenarios — baseline and adverse — and covers a time horizon of three years
(2016-2018). The 2016 EU-wide stress test provides crucial information as part of the prudential review process of 2016. The results
thus allowed the competent authorities to assess banks' ability to comply with the established minimum and additional own funds
requirements in stress scenarios based on shared methodology and assumptions.

Intesa Sanpaolo acknowledges the results of the 2016 EU-wide stress test announced by the EBA on 29 July 2016, which were
extremely positive for the Group. The Common Equity Tier 1 ratio (CET1 ratio) for Intesa Sanpaolo resulting from the stress test for
2018, the final year considered in the exercise, was 12.8% under the baseline scenario and 10.2% under the adverse scenario,
compared to the starting-point figure of 13% recorded as at 31 December 2015, and included a 50 basis-point reduction - under
both scenarios - for the transition from the calculation criteria applicable in 2015 to those applicable in 2018.

The Transparency Exercise will henceforth be executed annually, published along with the Risk Assessment Report (RAR) and will be
based solely on COREP/FINREP data, on the form and scope, to ensure that the market is provided with a sufficient, and appropriate
level of disclosure.

In January 2017, Intesa Sanpaolo launched a 1.25 billion euro Additional Tier 1 issue targeted at professional investors and
international financial intermediaries, with characteristics in line with the CRD IV regulation. It is listed on the Luxembourg Stock
Exchange as well as the usual Over-the-Counter market.

The Additional Tier 1 is perpetual (with a maturity date tied to the duration of Intesa Sanpaolo, as set in its articles of association)
and can be early redeemed by the issuer after 10 years from the issue date and on every coupon payment date thereafter. The issuer
will pay a fixed rate coupon of 7.75% per annum, payable semi-annually in arrears every 11 January and 11 July of each year, with
the first coupon payment on 11 July 2017. The compounded yield to maturity is 7.90% per annum, equivalent to the 5-year Mid
Swap Rate in Euro reckoned at the moment of issuance plus a spread equal to 719.2 basis points. In the event that the early
redemption rights are not utilised on 11 January 2027, a new coupon at fixed rate will be determined by adding the original spread
to the 5-year Mid Swap Rate reckoned at the reset date. Such new annual coupon will be fixed for the following 5 years (until the
next reset date). As envisaged in the regulations applicable to Additional Tier 1, coupon payment is discretionary and subject to
certain limitations. The trigger of 5.125% of Common Equity Tier 1 (CET1) provides that, if the CET1 ratio of the Intesa Sanpaolo
Group or Intesa Sanpaolo S.p.A. falls below such trigger, the nominal value of AT1 will be temporarily reduced for the amount
needed to restore the trigger level, taking into account also the other instruments with similar characteristics.

Also in January, based on the ranking created by Corporate Knights, a Canadian magazine specialising in sustainable capitalism,
Intesa Sanpaolo was ranked among the top 20 most sustainable companies in the world and the only Italian banking group in the
classification, thanks to the implementation and further development of the best strategies for managing risks and opportunities in
the environmental, social and governance areas. This recognition is the result of Intesa Sanpaolo's now consolidated commitment in
the field of sustainability, which obtained further significant confirmation with the share’s inclusion in the leading sustainability
indices, including the Dow Jones Sustainability Indices (World and Europe), the CDP A-List and the FTSE4Good (Global and Europe).

Measures for stability of the banking system

The Single Resolution Mechanism Regulation (2014/806/EU) came into force on 1 January 2016, in order to manage banking crises
of member states in the Eurozone at centralised level, by establishing and managing the Single Resolution Fund (SRF). Starting from
that date, the National Funds of all member states of the monetary union, established in 2015 pursuant to the European Directive
BRRD (“Bank Recovery and Resolution Directive”, 2014/59/EU), flowed into the Single Resolution Fund. This Fund is managed at
centralised level by the new Single Resolution Board (SRB), headquartered in Brussels.

Starting from 1 January 2016, and by 31 December 2023 (time frame of 8 years), the Single Resolution Fund (SRF) must reach a
target level of resources of at least 1% of the amount of protected deposits at all authorised entities of the Banking Union. The
target level of the SRF is estimated at 55 billion euro.

Therefore, banks in the member states of the Banking Union, which paid their contributions to the National Resolution Fund in
2015, from 2016 (up to 2023) contribute to the Single Resolution Fund. Banks not belonging to the Banking Union will continue to
pay contributions to the National Resolution Funds of their respective home countries.

As regards the contribution of the Intesa Sanpaolo Group, the total charge came to approximately 148 million euro (103 million euro
net of taxes).

As the national resolution authority, the Bank of Italy set up the National Resolution Fund, which collects ordinary and extraordinary
contributions from banks with registered offices in Italy, in line with the provisions of articles 82 and 83 of Legislative Decree
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180/2015. At the end of 2015 the National Resolution Fund called up ordinary and extraordinary contributions, in an amount equal
to three times the annual amount of ordinary contributions, to finance the measures to resolve the crises of Banca delle Marche,
Banca Popolare dell’Etruria e del Lazio, Cassa di Risparmio della Provincia di Chieti and Cassa di Risparmio di Ferrara. The total
amount of contributions called up from the banking system thus came to 2,352 million euro, out of a total measure of the National
Resolution Fund of approximately 3.7 billion euro.

As part of the resolution measures for those banks, four good banks were established for the purpose of ensuring the continuity of
the essential functions previously carried out by the banks under resolution measures, as well as an intermediary (REV Gestione
Crediti) to take over the bad loans acquired from the latter.

The liquidity needed by the Fund to carry out said measures was provided in advance by a pool of banks, including Intesa Sanpaolo,
through a bridge loan at market rates with a maximum maturity of 18 months, subsequently partially repaid using the amounts
deriving from the ordinary and extraordinary contributions mentioned above. At the end of 2016, the residual on-balance sheet
exposure of Intesa Sanpaolo amounted to 235 million euro.

As the disposal of assets envisaged in the resolution plan was not carried out, and considering that the financial resources are
insufficient to support the resolution measures executed over time, at the end of December 2016 the Fund called up additional
contributions, equal to two annual amounts, for a total amount for Group banks of 316 million euro (1,524 million euro for the
banking system). This is due to the fact that, according to Law Decree 183/2015 (known as the “Decreto Salvabanche”, converted
by Law 208/2015), if the financial resources available to the Fund are insufficient to support the resolution measures implemented
over time, the contributions may be increased, only for 2016, by twice the annual amount of contributions determined in line with
art. 70 of Regulation (EU) no. 806/2014 and Implementing Regulation (EU) no. 2015/81.

Consistently with the provisions of the DGS Directive on protecting deposits, the Articles of Association of the National Interbank
Deposit Guarantee Fund (FITD), provide that the Fund shall establish available financial resources so the target level of 0.8% of the
total deposits protected is reached by 3 July 2024, through ordinary contributions of the member banks. The target level of the FITD
is estimated at approximately 5.4 billion euro.

In particular, pursuant to the terms of article 10 of the Appendix to the Articles of Association, the banks belonging to the fund as at
30 September of each year are obliged to pay the annual ordinary contribution. Contribution quotas are calculated by referring to
the contributory base recognised as at 30 September of the current year and are adjusted to the risk on the basis of operating
indicators referred to the last half-yearly report available.

The Board of the Fund set the amount of the total ordinary contribution for 2016 at 449 million euro, to be divided among the
member banks based only on the amount of protected deposits, save for subsequent adjustments triggered by correction based on
risk. However, the Board decided to allocate the amount of 100 million euro to the Solidarity Fund, established by the Stability Law
2016 for the compensation of subordinate bondholders impacted by the resolution measures of the four banks in November 2015
and, subsequently, governed by Law Decree 59/2016, converted by Law 119/2016. That regulation assigns FITD to manage and fund
the Solidarity Fund. As a result, the difference of 100 million euro needed to reach the target of 449 million euro will be divided over
the subsequent years, by 2024.

Thus, in total, the overall (ordinary and additional) contributions by the banks for 2016, including the resources to be allocated to
the Solidarity Fund, amount to 449 million euro. At the level of the Intesa Sanpaolo Group, the total contribution comes to over 114
million euro, gross of taxes.

In order to overcome the negative stance taken by the European Commission with regard to the use of compulsory contributions in
support measures in favour of banks in crisis, at the end of 2015, a Voluntary Scheme was created as part of the Interbank Deposit
Guarantee Fund, as an additional tool not subject to the constraints of EU legislation and the European Commission.

After the restructuring of the intervention in Tercas, the reinstatement of a provision of the Voluntary Scheme was envisaged for a
maximum amount of 700 million euro to use to provide support in favour of small banks in difficulty and subject to extraordinary
administration proceedings, if there are real prospects of a turnaround and in order to avoid higher charges for the banking system
as a result of winding up or dissolution orders.

The resources are not subject to immediate payment by the member banks, which simply assume the commitment to pay them
when called upon to do so for specific interventions, up to the established maximum amount.

All the banks in the Intesa Sanpaolo Group joined the voluntary scheme and consequently had recognised a commitment, in the
Half-yearly Report, for their own relevant share of the approved 700 million euro (approximately 150 million euro).

Drawing on this sum, on 15 June 2016 the Management Board of the FITD approved the participation in the recapitalisation of CR
Cesena. With a decision of 15 September 2016, the ECB authorised the purchase of the equity investment by the Voluntary Scheme
and on 20 September 2016 all the member banks paid their pro-rata amount of the total sum called up of 281 million euro,
including 280 million euro for the capital increase (60 million euro of which was the ISP Group's initial share, written down by a
gross amount of 15 million euro in the 2016 Financial Statements) and 1 million for expenses relating to the intervention and to
operating the Voluntary Scheme. Consequently, the total commitment in the Voluntary Scheme was brought to the pro-rata amount
of the remaining 420 million euro, approximately 90 million euro for ISP Group.

The contributions paid by the banks participating in the Voluntary Scheme are classified as assets, posted in the balance sheets of
the member banks. The recognition of the asset is also supported by the explicit provision in the Articles of Association of the FITD
regarding the Voluntary Scheme which states that any gains deriving from the purchase of the equity investment shall be
reattributed to the banks participating in the scheme.

On 15 April 2016 the Bank’s Management Board and Supervisory Board, within their respective remits, authorised the participation
in an investment fund created for the dual purpose of investing in banks with inadequate capital which, thus, on request by the
Supervisory Authorities, carry out capital strengthening measures, through capital increases, and enhancement of Non Performing
Loans (NPL).

Intesa Sanpaolo has participated in the creation of an alternative investment fund called Atlante, managed by Quaestio Capital
Management, an autonomous asset management company (SGR) - subscribing a commitment to invest 845 million euro in the fund
(equal to 19.89% of the fund), out of a total capital endowment of Atlante of 4.249 billion euro, supplied by banks and private-
sector investors.
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During 2016 the asset management company Quaestio Capital initially called up resources of 2.5 billion euro, of which 503 million
euro from Intesa Sanpaolo, to subscribe the capital increases of Banca Popolare di Vicenza and Veneto Banca.

In particular, the capital increase of Banca Popolare di Vicenza, amounting in total to 1.5 billion euro, was underwritten in full by the
Atlante fund which thus acquired a stake of 99.33% in the bank's share capital.

The capital increase of Veneto Banca, amounting in total to 1 billion euro, was underwritten for approximately 989 million euro by
the Atlante fund, which thus acquired a stake of 97.64% in the bank's capital. Subsequently, in December 2016, the Fund
requested additional resources totalling 754 million euro for investment in the Atlante Il Fund which, in turn, had called up funds for
a possible investment in the securitisation of NPLs of Banca Monte dei Paschi di Siena. As the operation in question was not finalised,
in December 2016 the Atlante Fund returned the amounts paid in.

Lastly, on 19 December 2016, Quaestio made a fourth request for payment from subscribers of a total of 917 million euro, of which
182 million euro from Intesa Sanpaolo, which paid in these resources on 3 January 2017. The amount was called up by the asset
management company for the capital increases it will subscribe in Banca Popolare di Vicenza and Veneto Banca, which it paid in
advance to said banks through a payment for future capital increases at the end of the year (310 million euro to Banca Popolare di
Vicenza and 628 million euro to Veneto Banca). Following this additional payment, 81.2% of the initial resources were called up.
Also considering the payment of January 2017, Intesa Sanpaolo has paid in a total of 686 million euro to the Fund and maintains a
commitment for an additional 159 million euro.

For the purpose of measuring the equity investment in the Fund, in a public note the asset management company specified that, as
it does not manage and coordinate the investee banks, it had to base its measurements on objective data in the public domain,
taking account of the long-term outlook (as the Fund has a five-year duration) and was unable to refer to market prices, as its
investees are not listed. Also considering that the latest financial statements date back to 30 June 2016, the fact that the
shareholders’ equity of the banks at that date was significantly higher than the value of the total investment made, and considering
the last payment for future capital increases in December 2016 and the short time which has passed since the investment was made,
the asset management company decided that there were no elements recommending the deviation from measuring the investments
at historical cost. Therefore, in compliance with the AIF (Alternative Investment Fund) regulations, the asset management company
decided that the historical cost was the best criterion applicable and estimated a net asset value (NAV) of the Fund of 3.48 billion
euro. Lastly, for the purpose of full transparency, the asset management company noted that the report of Deloitte Financial
Advisory Srl, independent valuer which was assigned to appraise the assets of the Fund, noted a current valuation of the investees
which shows a total NAV of the Fund of 2.63 billion euro. As stated by the valuer, this valuation is subject to significant uncertainty
deriving from the limited availability of objective data and a calculation method which is based only on equity market multiples,
though the companies are unlisted, and at the start of an extensive process of restructuring and merger.

In the Intesa Sanpaolo Financial Statements as at 31 December 2016, as the Fund is classified under financial assets available for sale,
based on the international accounting standards, it must be measured at fair value. Lacking additional information aside from the
public information already available to the independent valuer assigned by the asset management company, to be used to conduct a
financial/income measurement, for the purposes of determining the fair value reference was made to the measurements of Banca
Popolare di Vicenza and Veneto Banca made by the assigned expert and published by the asset management company. The net
asset value determined by the expert was prudently adjusted to also take account of the current value of the payment made by
Intesa Sanpaolo on 3 January 2017 which, in the Intesa Sanpaolo 2016 Financial Statements, is posted under commitments. The fair
value of Intesa Sanpaolo’s units of the Fund as at 31 December 2016 came to 336 million euro which, compared with the related
carrying amount of 503 million euro, resulted in a value adjustment of 167 million euro posted to the income statement. The
measurement conducted also returned a current value of the payment made by Intesa Sanpaolo in January 2017 of 122 million euro.
The difference from the amount paid, equal to 60 million euro, was posted as a charge to the 2016 income statement through an
allocation to allowances for risks and charges. As a result, the total amount of the charge generated by the Atlante Fund to the
Group's 2016 income statement was 227 million euro gross of taxes (equal to approximately 33% of the total amount paid by
Intesa Sanpaolo) and 152 million euro net of taxes. In the reclassified statement, the entire amount as attributed to the caption
"Levies and other charges concerning the banking industry”.

As previously mentioned, in July 2016 the asset management company Quaestio Capital Management launched a new closed-end
alternative investment fund named “Atlante II”, reserved exclusively for professional investors for the purpose of investing in
enhancing the non-performing loans of numerous Italian banks. The duration of the Fund is set until 31 March 2021, with possibility
for the asset management company to extend it a further three years through binding decision of the Investors’ Committee.

The total amount of the Fund has been set by the regulations from a minimum of 1,250 million euro to a maximum of 5,000
million euro.

The underwriting commitments may be collected until 31 July 2017. As at 31 December 2016, the fund had collected commitments
of 2.15 billion euro.

Intesa Sanpaolo underwrote a commitment to pay in 155 million euro. The share Intesa Sanpaolo directly holds in the Atlante Il Fund
amounts to 7.2%. Also considering the share Intesa Sanpaolo holds in the Atlante Fund (19.89%), a unitholder of Atlante Il with
37.1%, the Group's total commitment to the Atlante Il Fund comes to approximately 14.6%.

On 2 December 2016, the Fund requested a payment from Intesa Sanpaolo of around 109 million euro, for the Fund to invest in the
securitisation of NPLs of Banca Monte dei Paschi di Siena. As this operation was not concluded, the Fund returned the payments
made by unitholders, with the exception of the share retained by the Fund to reimburse the expenses incurred to structure the
operation. For Intesa Sanpaolo, this share amounted to approximately 1 million euro and was recognised in the income statement.
As at 31 December, therefore, Intesa Sanpaolo had no exposure to the Atlante Il Fund, but only a commitment of 154 million euro.
On 27 January 2017, Quaestio Capital Management SGR announced that it had signed a Memorandum of Understanding, on behalf
of the Atlante Il Fund, for the acquisition of 2.2 billion euro of the portfolio of non-performing loans of Nuova Banche Marche
S.p.A., Nuova Banca dell’Etruria S.p.A. and Nuova Cassa di Risparmio di Chieti di S.p.A. Atlante II's intervention will consist of
acquiring the Mezzanine tranche and part of the Junior tranche issued by a securitisation vehicle that will acquire the portfolio of
non-performing loans from said banks, arising from the contribution to REV Gestione Crediti S.p.A. of bad loans in November 2015.
The investment of the Atlante Il Fund will come to a maximum of 515 million euro net of at least 200 million euro of loans.
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The 2014-2017 Business Plan

With the Business Plan approved in March 2014, the Intesa Sanpaolo Group has introduced the 2014-2017 objective to pursue a

new growth phase based on an innovative strategy which, focusing on the individuals and adopting a clear and effective business

model, aims at increasing profitability in a sustainable manner, optimising capital and liquidity.

The new strategy hinges on a number of priorities that are now part of the inheritance of Intesa Sanpaolo, which aims to become:

- A real-economy bank, which supports households and businesses and, leveraging a strong balance sheet and leadership,
matches healthy credit demand and manages the financial wealth of customers with care;

- a Bank with sustainable profitability, in which operational performance, productivity, risk profile, liquidity and solidity/leverage
are carefully balanced;

- aleader in retail and corporate banking in Italy and a few other key countries;

- aEuropean leader Bank in a number of high growth/high value businesses (Private banking, Asset management, Insurance);

- a Bank structured according to a divisional model and engaged in strengthening and further simplifying the current business
model of Banca dei Territori, taking into account the evolution in customers’ demands;

- aninternational Bank that acts as "Local bank abroad" for Italian companies;

- asimple yet innovative Bank, acting with a truly multi-channel model.

The Plan envisages measures in the following areas:

- “New Growth Bank”, to develop revenues with innovative growth engines capable of identifying new market opportunities;

- “Core Growth Bank”, to capture untapped revenue potential of existing business, in terms of revenue development, reduction
in operating costs, and credit and risk governance;

- "Capital-Light Bank”, to optimise the use of capital and liquidity, de-leveraging the bank’s "non-core" assets;

- People and Investments as key enablers to maximise the contribution of each of the three “Banks” to the Group's result.

A number of initiatives were implemented from both the organisational standpoint as well as with regard to product innovation,

improvement of customer service and development of Intesa Sanpaolo's human capital.

a) New Growth Bank

The Banca 5° project caters to approximately five million low profitability customers and relies on an ad hoc offer and on a dedicated
commercial value chain of approximately 3,600 people. As a result of the commitment to them, these customers have continuously
increasing profitability. In addition to the development of targeted products and the launch of commercial initiatives calibrated for
their specific needs, particular attention was given to disseminating mortgages (specifically to young people), to designing customer
journey-based campaigns, to promoting the use of the integrated multi-channel platform as well as training managers, which is
fundamental to continuously improve the service offered. Constant product and process innovation resulted in an improvement in
the Bank's competitive positioning in terms of quality of the commercial offering.

The Multichannel Bank Project aims on the one hand to provide customers with a simple, convenient and cheap service and on the
other to release managers from the more repetitive tasks so they can devote more time to customer dialogue. The aim is not to
create an alternative channel to the branch, but to achieve full integration between the branch office and all the bank's other
channels, offering customers a "seamless” multichannel relationship. During the year, developments occurred in the project
regarding both the dematerialisation of the forms used in the branch and in expanding commercial operations online with the
launch of the Group’s single showcase site, new internet banking and new apps. All the remote channels have been completely
redesigned by listening to our customers, and are based on cutting-edge technologies which meet the highest security standards.
With regard to the “new jobs” envisaged in the 2014-17 Business Plan, Intesa Sanpaolo Casa, a new company that operates in
residential real estate brokerage between individuals (including non-customers) and between individuals and the Group's
construction company customers, became fully operational. In synergy with the banking core business and in compliance with the
principle of separating the real estate business from banking, the new company offers customers an evolved service. Customers
registered in the reserved section of the Intesa Sanpaolo Casa website can use the new interior design and renovation services and
check-up and planning services for energy redevelopment measures offered by specialised partners (Habitissimo, Cocontest,
CasaClima). During the year, the scope of the innovative accessory services related to the housing need was also expanded with the
introduction of "2 steps from home", an interactive guide to steer potential customers in all phases of a sale. At the end of 2016,
31 physical branches were already operational, located in leading Italian real estate markets, with a total workforce of approximately
220 real estate agents (a portion of which were Group employees who decided to use their experience in the service of the new
initiative). The Online Branch pilot project was launched to cover the territories not manned by physical agencies. During the year,
approximately 1,000 sales mandates were collected, with approximately 290 agreements completed/in course of completion.

The e-commerce site Mercato Metropolitano is a showcase for companies of excellence that make the landscape and food and wine
traditions of Italy the distinctive elements of their businesses.

In September, the new start-up "Destination lItalia" was formally established, an investee of Intesa Sanpaolo and an ambitious
project for Italian tourism, which aims to enhance and promote Italian tourism abroad, both directly to consumers and through
foreign operators. As regards the service aimed at consumers, the work aimed at creating the B2C platform continued.

The SME Finance Hub is aimed at business customers of the Banca dei Territori. The purpose of the project is to supplement the
Division's operations with specialised skills in advisory services and loans to SMEs. During the year, the reorganisation of
Mediocredito Italiano continued. Also as a result of the transfer of Governance activities to the Parent Company and to
Intesa Sanpaolo Group Services, this reorganisation will enable the company to focus on developing its core business in line with the
Group's service model.

Within the framework of the offer dedicated to "supply chains", the pilot scheme continues on the "Confirming" product, a
platform to which the lead company can upload invoices, thus allowing its suppliers to finance the relative accounts receivable.

The project “Insieme per la Crescita” (Together for Growth), consisting of management change measures and new methods of
securing employee involvement, including by sharing "best practices", continued over the entire Banca dei Territori Network.
The idea of the project is to target commercial behaviour with the aim of improving the network’s performance and increasing
customer satisfaction through a stronger focus on relationships. The year 2016 was particularly full of activities supporting the
programme and its dissemination. These included the “Annual Check-up” scheme, the creation of the “Team of Change” within
the Regional Governance Centres, issue-based focus groups with network staff, initiatives to manage the new layout change for
branches and continuation of the “Awards” initiative for colleagues who distinguish themselves in applying the method. Innovative
tools for internal communication and monitoring of the initiative were also introduced.
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Global Transaction Banking project assigns to a single product company the strategic coordination of Group activities in this business
area. During the year development continued of the organisational model, the product catalogue, specialist support to the networks
and of our coverage of geographical priority areas, including through partnerships with international players, with the aim of
becoming a Group ready to compete on a global level.

The project aimed at extending Banca IMI's product range is being developed in three main areas: asset-backed trading in the
commodities market for Corporate customers, the launch of new risk-hedging products and, lastly, the commercial offering
dedicated to Ultra High Net Worth Individuals (UHNWI) which, as a result of the assistance from resources seconded by Banca IMI to
Intesa Sanpaolo Private Banking, has become operational, offering this type of customer a complete range of products and services
usually reserved to professional investors. The activities carried out during the year include the initiatives to move forward with the
process of participating in the MGAS market of Borsa Italiana, and the sale of NPLs to third party banks through the multi-originator
programme, which has been participated in by almost 100 banks.

On the international front, further progress was made on the development of the International Network, with a view to
strengthening the Group’s competitive edge in terms of commercial offering and geographical coverage. In particular, business
development continued in Turkey and Brazil, new branches were opened in Abu Dhabi (United Arab Emirates) and Doha (Qatar), the
Representative Office in Jakarta (Indonesia) was expanded and, lastly, the ISP Bank Luxembourg unit (former SEB) was reinforced, for
the purpose of expanding commercial penetration in Benelux.

The companies operating in Private Banking (Banca Fideuram, ISPB, Sirefid and ISB Suisse) were aggregated into a single hub, which
aims to strengthen leadership in Italy and consolidate the Group's status as a big player in Europe through the continuous evolution
of the product range, the service model and the technological instruments supporting advisory activities as well as extending and
intensifying international operations. On the commercial front, the first placement of “alternative” funds was highly successful.
As regards the service model, a revision of the branch model is under way, which will allow staff to have a greater focus on higher
value added activities, and the first five Credit Hubs were opened, to expand the range of products and services in the credit field.
Work continued to strengthen oversight of High Net Worth Individuals, which currently have a network of specialised branches in
Roma, Milano, Torino, Bologna and Padova. In the international field the activities regarding the revitalisation of ISPB Suisse and the
expansion of the operations of the London Branch continued.

The Asset Management Division has set itself three main objectives: ensuring the excellence of the support to the Group networks
through the prompt creation of products that are always in line with the market situation, becoming a centre of reference for
institutional customers and promoting extra-captive distribution on the domestic as well as international markets. During the year,
the Division operated on all fronts. Work for the Banca dei Territori, Private Banking and Insurance Divisions has materialised in the
development of the offer and of IT tools to support commercial activity, in improving the quality of after-sales support and in
contributing to sales networks' training programmes on the basis of specific requirements of the individual structures. Improvement
of the product catalogue as well as the strengthening of the sales action on institutional customers and extra-captive customers
continued. Finally, work on developing international business was no less intense. The valorisation of the best expertise range and
the strengthening of the sales team have allowed the acquisition of new institutional customers in Europe and in Latin America.
The work on the reorganisation of the international structures also continues. Specifically, as regards the Hong Kong subsidiary, the
licences authorising advisory and investment activities were obtained and the start of operations has been planned. Qingdao YiTsai
Wealth Management Co. Ltd. was established in the People’s Republic of China to provide financial advice and distribute and
promote wealth management products.

As regards the expansion of the international network of Eurizon Capital S.A., the Paris branch was set up, while the authorisation
process for the opening of the Frankfurt branch continued. In terms of the UK market, the new company Eurizon SLJ Capital Ltd,
65%-owned by Eurizon Capital SGR, works on developing specific products and has currently been entrusted with the management
of two funds promoted by Eurizon Capital.

The Insurance Division worked on both organisation, strengthening the coordination of the Group structures operating in the
insurance business, and on sales, steering business towards capital-efficient life policies (Class Ill and combined policies), developing
new insurance products and working towards more effective use of the Division’s wealth of IT data. In the non-life class, specific
attention was focused on the distribution strategy and the segment of under-insured customers.

b) Core Growth Bank

With regard to the "Core Growth Bank" initiatives, Banca dei Territori continued three projects aimed at optimising the service
model for Retail customers ("Full Potential"), Personal customers ("Investment House") and Business customers ("Business-
Entrepreneur”). In detail, as regards the “Full Potential” project, the rationalisation measures for the network and development of
the “Counter Service Development” initiative (introduction of branches with counter closures at 1 p.m. and branches fully dedicated
to financial advisory services) continue. The transformation of the layout of the branches also continued.

As regards “Investment House”, during the year activities focused on developing the product range, on reviewing the
"Recommended Portfolios”, on “Advanced Advisory”, on developing the multi-channel and Out-of-Branch offering (in the areas of
savings, insurance and pensions), on continuing investment projects in safe haven assets and on training financial advisors.
Regarding the "Business-Entrepreneur” project, in addition to continuously finalising the service model and product catalogue, the
initiative to increase awareness by and transfer knowledge to customers on the digitalisation and internationalisation of business
continued. In 2016, more than 200 visits to customers were organised to give advice on internationalisation and more than 30
events were also held on the same subject. In addition, B2B events were promoted to facilitate meetings and the development of
business opportunities between our customers and foreign counterparties. The “Sviluppo Filiere” programme has already seen 268
production chains launched for commercial development, for a total of over 7,000 suppliers involved. Finally, a new company was
formed to propose non-financial services to businesses. These activities confirm Intesa Sanpaolo increasingly as a key partner in
defining the strategic decisions of its customer companies.

The “Commercial Excellence” project aimed at improving the level of service provided to high added-value customers, through a
different organisation of the work, leveraging of leads generated by the multi-channel platform and the use of technologies capable
of increasing the effectiveness and efficiency of commercial processes. During the year, work continued on developing the
mortgages offering and the offerings relating to dematerialisation and simplification of agreements. Furthermore, the technological
upgrade of equipment continues for customer transactions in self-service mode.
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The service improvement projects for the various customer segments are supported by the new organisational model of the
Banca dei Territori Division: in all of the regional governance centres, three specialised “commercial areas” have been identified —
Retail, Personal and Business — to maximise the specific skills of personnel.

The Corporate & Investment Banking Division continued developing an Asset Light model aiming to make the credit assets of Italian
and foreign customers marketable.

The implementation of the programme aimed at increasing business with high potential international customers continued.
The creation of the International Department guarantees adequate organisational support to the increase in the sales activities of a
selection of target products and the expansion of the foreign customer base. Among the various initiatives, implementation of the
service model by Industry and development of operations in synergy with the ISP Bank Luxembourg project continued, as well as the
registration of Intesa Sanpaolo as a swap-dealer (Dodd-Frank) for full Capital Markets operations in the USA and the development of
guaranteed loans structured in synergy with Banca IMI.

The selective growth project involving the Italian Corporate area translates into a selection of customers based on industrial growth
prospects and capital and financial soundness, with the aim of optimising asset allocation and further improving the risk-return
profile. During the year, the expansion of the offering to existing customers as well as the acquisition of new customers continued
through commercial campaigns dedicated to/focused on cross-selling, repricing and Global Transaction Banking. With regard to
Financial Institutions customers, in addition to commercial development on segments and products already covered (ltalian Banks
and Trade Finance) and on segments and products with greater margins for growth (International Subsidiary Banks, Asset
Management/Insurance, Capital Markets, Investment Banking and Transaction Banking), those aimed at achievement of the factors
that will enable the full realisation of the segment’s potential continued.

The International Subsidiary Banks Division is engaged in a vast programme of reviewing the operational model that envisages
harmonising the service model, commercial offering and IT systems, strengthening governance and optimising the monitoring
processes and support for extending best practices. During the year, the implementation of the target organisational model was
completed at all international subsidiary banks of the Group, and the activities regarding standardisation of the Credit and Risk areas
were finalised.

The Nexus project (aimed at the simplification of Governance and optimisation of the synergies between PBZ and ISP BiH) and the
International Subsidiary Banks loans programme (agreed with the ECB) are continuing according to the established plans. The go live
for the Cooperation project, which involves the centralisation of the data centres of the international subsidiary banks at the Parma
branch, has already been carried out at ISP Albania and ISP Romania, while it is planned for the beginning of 2017 at VUB and the
feasibility studies have been completed for Alex Bank (only DR) and CIB Bank. The implementation of the Small Business model duly
continues and has entered the final stage at CIB, ISP Albania and PBZ. Development of the multi-channel platform continued in the
various subsidiaries, as well as the Wealth Management & MiFID Il project, aimed at defining and implementing the target model for
the Mass/Affluent/Private segments in line with the MIFID Il regulations. The extension of the target CRM solution for International
Subsidiary Banks continued. Lastly, the sale of ISP Card was concluded.

The activities regarding pro-active credit management continue. The ongoing monitoring of customer positions, prompt
identification of situations at risk and immediate activation of measures to keep or reposition customers in performing status
contributed to stemming the deterioration of credit quality. During the year, also owing to these loan management programmes,
23,817 businesses returned their loans to performing status from non-performing status (52,362 since 2014), a success that
confirms Intesa Sanpaolo’s intention to be a bank that supports the real economy and which is always committed to seeking
sustainable growth.

The Business Plan envisages an important simplification in the corporate breakdown of Banca dei Territori. The objective is to achieve
a gradual and significant reduction in the number of legal entities, from 17 banks at the end of 2013 to just 6 banks.

The first corporate transaction involved the merger of Banca di Credito Sardo and CR Venezia, 100%-owned, into Intesa Sanpaolo
(effective for legal purposes from 10 November 2014). The mergers by incorporation of Banca di Trento e Bolzano and Banca Monte
Parma into Intesa Sanpaolo took effect on 20 July 2015. The merger by incorporation of Cassa di Risparmio di Rieti, Cassa di
Risparmio di Civitavecchia and Cassa di Risparmio della provincia di Viterbo into Intesa Sanpaolo concluded with effect from 23
November 2015. The merger by incorporation of Banca dell’Adriatico into Intesa Sanpaolo was completed (taking legal effect on 16
May 2016). The Casse di Risparmio dell'Umbria banks were incorporated into Intesa Sanpaolo on 21 November. Finally, it should be
noted that the rationalisation of the local presence led to the closure of 162 branches since the start of the year (for a total of 727
closures since 2014).

¢) Capital Light Bank

In addition to growth in revenues, reduction in operating costs and optimisation of credit and risk management, the Business Plan is
based on a clear strategy for optimisation of capital and liquidity, as well as deleveraging of the Group’s non-core assets,
implemented through the Capital Light Bank Division. In particular, the assets contributed with the definition of the 2014-2017
Business Plan were reduced by approximately 6.8 billion euro compared to the beginning of the year, bringing the total deleveraging
since 2013 to approximately 17.2 billion euro.

In Ukraine, the sale of a package of NPLs was finalised during the year for ~15 million euro, while organisational rationalisation
resulted in a reduction of the workforce by ~700 resources. In Hungary, within the framework of the Bad Bank, the sale of a
package of NPLs was finalised for approximately 170 million GBV. Concurrently, the ordinary collection/sale of individual positions
continue which, along with the repayment of Growth Bank positions, brings the deleverage to ~720 million euro since the start of
the year. Again, since the beginning of the year, the business activity of Intesa Sanpaolo REOCO, the Group company which has the
mission of extracting the most value from repossessed properties and safeguarding the bank's assets, generated a total benefit for
the Group of approximately 17 million euro drawn from over 120 properties. Since it became fully operational, Provis has
deleveraged a total of ~285 million euro. During the year, the sale without recourse of around 2.6 billion euro in performing
consumer loans was finalised through the subsidiary Accedo, whose merger by incorporation into Intesa Sanpaolo has been
launched. Sales operations of non-strategic equity investments continued, among which Reconsult, A4 Holding, Funivie Folgarida,
Sotrafin and Italfondiario should be noted.
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d) People and investments as key enablers

At the end of 2013, following development of technology and customer trends, the Bank had an excess capacity of about 4,500
people, equal to about 5% of the total employees of the Group. However, there has been a strong desire to involve all colleagues in
the new Business Plan right from the beginning, fostering the sense of belonging to the Bank. In line with these values, as opposed
to the measures of its main competitors, the Bank decided to maintain the current employment levels, preserving know-how and the
professional expertise within the company. To this end, a major project for professional re-allocation has been initiated in order to
support development of the new business initiatives under the Plan. In December 2016, all of the staff initially identified had been
re-allocated to priority initiatives. The Chief Innovation Officer Governance Area has pursued the promotion and acceleration of
innovation within the Group.

With regard to investments as enablers, the project initiatives that have shown the greatest developments in the year are briefly
described in the following chapter, with particular reference to projects with cross-cutting impacts across the Group.

Projects

In 2016 expenses for Group investments exceeded 1 billion euro, resulting in an increase on the previous year. Projects concerned

the following macro-areas:

- Regulatory Projects, to meet regulatory requirements, which represent approximately 25% of total expenses;

- Maintenance, IT Transformation and Operating Excellence Projects, to adjust/upgrade systems to next-generation technologies,
which represent approximately 25%;

- Large Transformation Projects linked to Data Management, Multi-Channel Platforms and Process Digitisation, equal to
approximately 30%;

- Other Business initiatives, representing approximately 10%;

- Projects aimed at extending/integrating the target model to all Group entities (systems, processes and procedures), which have
an impact of approximately 10%.

The component of innovation, which is transversal across all the areas mentioned above, includes development initiatives regarding:

—  customers, including through new digital distribution channels;

— the country’s economic activity, facilitating its growth and sustainability using approaches differentiated by industry, which
capture and stimulate the production and technological innovation under way;

—  the bank, reconsidering the traditional operating model, promoting new professions and new models of cooperation.

The main activities carried out are shown below, with specific reference to those that have a transversal impact on the Group.

Integrated Multi-channel Platform

The aim of the Group's multi-channel strategy is to redefine “customer experience” and offer customers the possibility of choosing

which channel to use to interact with the bank, making them simple, immediate and interconnected. The main objectives of the

Integrated Multichannel Platform are:

- the redefinition of the role of the channels, distinguishing between “assisted” channels (Branches and Contact Units) and self-
service channels (home banking, tablet, mobile and ATMs);

- the enabling of a multi-channel approach, in line with customers’ preferences, on selected priority products;

- the exploitation of contact points with customers and data available to the Bank to trigger and take advantage of new
commercial opportunities and monitor customer satisfaction.

During 2016 the sales processes were dematerialised for Personal Loans, Portfolio Management, Life Policies and the new Conto per

Me, whose process was activated in September with the launch of the New Transactional Platform. As a result, Retail and Personal

Banking operations relating to products in the multichannel area are only carried out electronically, from the displaying of the

proposal to the signing of the contract documentation, up to delivery and storage of the signed documents.

During the year the new Internet Banking site was released, as well as the new version of the “Everyday Banking” app and the single

showcase site for all Group Banks, which comprises an additional sales channel to acquire new customers.

The online sales processes were defined (both on the showcase site and through Internet Banking) for opening current accounts and

applying for personal loans. To support these processes, it was also necessary to define the innovative process of remote

identification for new customers. The solution, agreed on with the Agency for a Digital Italy, was also subject to validation by

the ECB.

Digitisation of Group Core Processes

The digitisation of the Core Processes was launched through the “Digital Factory” in the second half of 2015 with the goal of
upgrading the operating model, accelerating innovation and digitising processes, disseminating a new way of working based on
internal and external cooperation and co-creation, starting from customers.

In 2016 Digital Factory completed the activities on the Granting Retail Mortgages, Inheritance Planning and Mortgage
Renegotiations processes, finalising their roll out to the Network. Activities were also begun for the creation of nine additional
processes.

In 2016 the Digital Factory program was awarded the National Innovation Award, presented by the President of the Republic to
initiatives that best represent Italy.

Programma Filiere

Thanks to the building of innovative approaches, the Programma Filiere allows the Bank to support suppliers that are part of
production chains through larger loan disbursements, at more favourable conditions and with a dedicated commercial offer.
New rules on managing production chains and specific internal r